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(M) O & AT Mt g siqeTiud B STo, o -

g A T o quw ¥, 2014 &7 AT IHF T9ATq Wiaee et daredy geage A
et fafAface e degagr & A ot stfaafEa deqag & gadiaar &1 feeewor w2a gu

T TdqF AN A5l g 17
(ii) ST-F=H (4) F Te=ATq MHATtead IU-Aaw siqeriod fhar ST, sraiq -

“(5) Toreft T wTHSr § ST T %A, 2014 FT AT IHE T9AT Tate (T fareei T Heqage
a1 feft fafafice =i weaee % afvae gex & sagmor % forw gaifes Suged Tafa & a7
"7 9277 T 3ULRT (1) & @ (W), @< () a1 ¥ (3.) # fafafie ugfa g, agr su-foaw (@) &
et aTa & grd gu T et sfaarsera degag a1 fadt fafafese =i gegaer & oy sfaata
HeAagTe T oA IAaT 7 fHeAT Fed F o ST § 70 S 9T g, -

(i) =T & Hefaa swe; 3

(i) =f% =1 AT 7 Gafaa shs Mt grr = v & gEg et av F forw sma-a
& foaoft 39 F J97 Sucrsy w8 &, 91 91 a9 F S qdadi et av 7 g
AHe B

g SEl A a9 & gEsrg Ay v & fouw R et weEEr & e e
ST Hegagre AT et fafAafdse v deqage & af e o7 & a9 Fied 997 A1 a9
F HATAT AT TSI STeTed 2, Ag UE A THT ATLTLO F2A & or0, =6 a7 97 &A=
fru famT & g gt ad it g i Gaoft 30 a99 diwe Suasy 981 o, ST § a0
ST 17

(1) 7w 1077 = we=Tq, Meafatead Faw s geeia siaefua B ST, s -
“1077%. Ffaag wmHet § afvde gog f @oET - (1) = T siawsd degagr At
fafafese o Heaaere amer 927 #t swamey (1) # fAfds watfas sugaa 1 & s & #or
UF HoF | ATed qodi &1 AL grar g, agi Ue FheT siaeerse degqage a1 et fafafdee
I HeAARE & Hae H Hivashe qod il TI0AET 36 [HAH % ST & FTAT 0l SITuT |

(2) freft Terde w1 afemin su-ffaw (1) # fAfdse geat i s #7 § @ gu G
STTUATT Si¥ Hi~Aehe Hod & AT TH T A Hq SeTHe & AT 9T AT SITusT:

Tiq MW 10" & Iu-Aaw (5) & @e (i) # Afdee G 7mer § Stgl 91 a9 & "afaa
AHET F AT 9T A1 ATATT Hegage it Tg=ra it T2 g 3% 3aq A4 geqagr &1
ST o e 39w, [B-fFEw (1) § A Gl siawrsda d@eaagre ar B TRt g
HeAFGTE & [STFHT o JTAT 3 7 gid gU] AT a9 § 31 qaadi af facd i aut § & U A7 41 §
Tl AT AT AT ARI ST HeAdIL HT SreAT o1 § T, --

(i) =1 a¥ 7 Fhw o qeet et gereagr #1 g syt w9 & oo e §
ATS TS AT SULFT TG qaTwq darer § 0 70 qa 1= it deqagrt & a9 dfa o
AN BN 27 U st seaae & 6y § qoF daeTd U S ; w
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(iy Su-fFEw (3) # SwEfaa OfF & oER T a9 7 &Y THY @adi q@rad qare §
AT AFAT Feqagrl & o gl 7 91 sfed 3u-fAaw (1) § e go #f sy
TeTde § AiAterd oA SToam:

iq AE A fF w109 & su-f3w (5) & @@= (i) § i Bl amver & Sgf e ag &
31 qEadi A a9 & T Ahel & AR 92 qAAT AFAT TeqagX hl Tg=11 il T2 ¢
AR IFG AWATAT HeAag H1 SFAT o JTer 5, [SU-Faw (1) § Ffdee Gt siawrsdT
Herage AT fhdT fafafdse oo deaag &1 ST o arer 39w 9 gid gul, 7 3% o ad 7
31 7F facd T a9 § Fgr A1 90 qad 1 A=atEa geqagre & Sy o g,

(i) T srfad B deaag & dau § goa &7 sty et aae Oy § gatfas sogFa vgfa

T AN Fd gU a9 FFAT SITOTT SI¥ 97 a9 & 3 q@adi e ia a9 § o a0 gasiy

AITET HeAage & Tod ATITT FIA & o1 AW] FRAT 727 AT; 3%

(i) ST-F=w (3) & Suafaa Gfa & srgame a7 v it qateq sty § B v e aeatEa

FAagl & oAl & ATRA SiEq & §roEr 39-faw (1) # e o7 % asw terde §

afeafera foaT srom:

Tiq 7g i & Stgt e 10w % 39-fAaw (5) % uiqs F gy § AT 99 | HefAd siwst w7

ST 7 g war g 14, -

(i) ST AL AV F I dgl AT T FAHAT Gegag o g ; =

(i) e =W aTT =T v H T T SR qegaer qad afdatEa gerEaen

SES

qr, =9 a1 & fa=me o foar & o Gt see 9 =19 ad @ 3t 1@ A= a9 # 31 ve 3 9d
et a¥ & qa A= deaagr B 8, Fariufa, qadia afaata geaagr &1 3eg a1
AAET GeaagT & gt &1 9ra sfea e e v 3=t g foar @ gn, e §
afeford gt fohar Soa |
(3) stet forelt Z=m 7 U focd i ad 7 st § qeg stffata deregr o € agf su-fAaw (2)
& TSl & o0 U Seqagil & Jodi &1 91d |q Metetad dfa # o fmam soa,
ERICES
(i) Stet M99 109 & 39-Faw (1) & @< (@) # Afdse 95f@ &1 ST #3d gu 9ot &7 A&
RaT T 2, a2 qeAt A1 AT Sie|a et it |47, ™ % S-S o dl w1 AT w6
o fo=me o 1T &, 1 SRRt T gU WX o |7 SR (AT STTOaT |
(ii) stet = 10= & 3u-fAgw (1) % @ (1) § e ggft 1 ST @2 gu geat &1 sy
TFaT 797 2, a8 Y@t &1 AT Sied @t it /AT, S| 9% STeRT-3enT qedi #7 SEag #3T &
form fo=me o 17 &, &1 aReierd i gU WX o |79 SR (R AT STus;
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(iii) gt fraw 10" % 39-f=w (1) & =T (3)) ® fAfite ugfa &1 st 3 gu goat &1 seemr
T 19T 8, a9 qedl #T ATRA Sed, TATRATT, UG @4 A7 i T et a1 [ & 1 a7
& ST ATeAT HOfeadl Sl /AT, T Fls AT, SH TT ART-3TRT Jodl FT AT F 6 (0
o= 3T 19T 2, T SRR Td Hed gU |IY o 9T Sra AT STTus;

(4) ST T T TE qATEF SULHT Tgid €17 9277 il ITHTT (1) F @2 (F) A7 @ (7) § fAfdee
TEd T AT FIE THT g 37 Su-FAaw (2) F wET A G T Ferie vy A wfiw gt
u THeree a7 g, a8t afse ST Serée & 357 gaHE & YW grd gU ¥ S2T4e & 659 aaa#®
U FHTCT Bid gU AfeAdq fhdT STUAT S AT gedi & §9oET 39-fHaw (5) 3T 3u-fAaw
(6)  SATATT T JTUAT |

(5) afs oo o ax fardt sfarreda deaagr a1 fadt fAfafdse oo degagr araa # o
g, Su-faw (4) & s #fiwr & e g, ar var goa om ow Bl siawrsda seaage ar T
farfafdce o Heaag aread | 36T 13 g afeehe o THEAT S0 |

(6) =fs Tea o o fardt siareda deaag e a1 fandt fafafdse =i degagr araa @ foar =
g, Su-faw (4) ® fAfde afee S & argx 8, 91 afde ToF el & #imq & w7 § foram
ST

(7) 39 =TT H ST IU-97 (4) F ITSE AN qgl &I &, AI=Hhe HAd Serde § Serde § qiod
HHT JAT FT SFAIATT /LT 20T

R §9 UPR @R Afde IHd IR SO IMa & 99 fAar, Red Siig daaaer ar
fafAfas ey ¥ogeer aag # Py U 8, 09 e 9 ot w8 &, S TEmdedt @ dF ufova |
IRF T8 7 o b D WEOR gRT 39 i s ¥ st e Wi, 98 @ma e W
FaTE T HegaeR a1 fafafase ave] araa A g¢ §, 91 Afidc @rd A9 SIeE |

(8) = =W & wrSIT o foru, -

(®) ST W o1 "Ydiwar Taads " e e SRS 9§ W T E, ST ¥ § A q

BRI AT SIeT ¥ # Afferd Jedl &1 9 9 &9 Ui T O o9 & 99ded a1 S99 $A
g |

uiq 7 T qated g7 & q9qed AT I FH GoF Sl e d7 QUi g 1 Jdrear raerds uH
e HT AT ST HE H 286 TOATAAA] o T 3(F TG 1 AT AT,

(@) Tt =TeT &2 &1 "gaT TrEat Yiaeas” SHs e dl F Aig! HF H 1@ 4T §, STeT 9
H ~qAq9 oA R /AT S0 8 § qieaford gedi 1 9 afqed U8 g7 % aHged a1
SHT FH G

g T2 T @ goF & guded A7 I9Y FH g Al 6 §edT IS § af desar
TTroTa U T HT AT ST e H THE A TOATAAAT o FT I TOOTAIT AT BRI

(3T) STeT &< FT "ATLA" TSEeh qAT i A H7 H TG AT 2, STET §e | AdH Jod 21
HTAT STeT 9e # qiEAfod F7 & FF 7979 ITTqT God UH ToF & Gaqed I7 399 FH g1

Tq T2 T QAT God F AT AT SHY FH Hedl it {7 qUIh § a9 A1 UH
Heq A T HE H 8 T TeATqad! qod T 3 A0 91ed ZR0
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T A—AT a9 & o0 A AEA=a ge9agil a1 UH geqagi &l g1 § o a1
et T =Ter et g s &t foEeofl weqa #3 F J97 3Ty § Sl 3q6 AR
U AT SUFHAT il T AT a9 § qAT AT HeqagL grd H o aTal & &9 § #hl
TS 2 | FHT TRAT AU AT ITHAT H AT AT F qAad] &l Ful 0 Fqfg H AT
AAATT FegagX |l 219 | [orw § | aaiter® Iugad ey &l 0] Fed § 39T fohar =
ATH FqC IURH (TTUTAAE) TATAT ARl TAAT H TATAT ATH g (SIT/EAET) | A7
ST ST % AT 3 AT 9 = ST e R

Y. | W T 1 ¥ 2 a¥3 Y s Andt v AT i e
=g ]
1 2 3 4 5 6 7
1 ® T =100 = 150 T = 225 ANT AT = 475 A/ = 12%
ardi= 12 &gt = 10 &gt = 35 TAT At = 57
2 c) ardt = 80 ardi= 125 ardi= 100 T A = 305 ardi/ay = 8.2%
adfr= 10 afr=5 ardr =10 TAT Y = 25
3 T T = 250 T = 230 T = 250 TRT At = 730 /T = 9%
areft = 22 AT = 26 arf= 18 TRT AT = 66
4 = = 180 ardT = 220 T = 150 T[T AT = 550 AT/ = 6%
ardt = ()9 ardy = 22 &gt = 20 TAT AT = 33
5 K T = 140 ardT = 100 T = 125 TAT AT = 365 A/ = 2.2%
ardy = 21 adi=(-) 8 aft=()5 TET Ad = 8
6 = T = 160 = 120 Y = T = 140 AWT AT = 420 A/ = 11.9%
ey = 21 14 ardt = 15 TRT At = 50
7 E) et = 150 ardt= 130 |t = 155 Tr Ay = 435 ardi/ah = 10.57%
et = 21 ardt = 12 ardft = 13 TAT AT = 46

AT | TTET He T AATeaaT | = (&7 T STaTe FFha Sioa

9. 1 2 3 4 5 6 7

qed 2.2% 6% 8.2% 9% 10.57% 11.9% 12%

Tf~Tehe ¥ &1 AATva g F39 & o o 3T Gasd Ifaerds & STeT #4749 st /0T A1 &7 T
O & &t STt srarfe

TTeT He H =TeT fevget it T 5=t (35/100)
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TTeT e # <TeT favgat &t Fo d=art (65/100)
ra:, Tftaa afderds &7 Ster w19 = 7%0.35 = 2.45.

% TE TH TN TGl g, SRTAT I=Aq< S[eT TAT AATq T T 9T HHT &l 366 A1 H1Hd 6
FH T FH T (A9 T ATRT | T STfderash afery |y #2979 92 HiHd g, 01 8.2% |

BS-TT=4 TTq9Tah T 7T #4197 =7* 0.65 = 4.55 F |

6 T8 TF TIF Tal, AT I=ad STeT TIF AATq 9 € 9T HIAd H IS5 A1 HIAd &
FH T FH F6 Yiaerd g1 A1ev | 9 vfaerds ety gi=a €79 92 fiHd 8,397 10.57% |

TqieAshe 357 8.2% T TS MY 3T 10.57% T¥ FHTeA ZIIT |

THferT, siqeisdta geaage a1 fafafice o seaag & sawor fima § Ardi/=en vfqea g, s
8.2%  HH{T AT ITH ATdF g AT 10.57% & FH AT 3T TACH &, IT <1 H g | UH HIHAT §
AT HIHT T TIhe HIHT HIAT SITUIAT 3T TRt FHTATSIA ahl ST9eAT Al gt |

FaThY, =T siqeor fiva Afeswe 397 T 9187 ¢, B 6.2% I afeise FHa T AT9R0 F:44 %
TATS & oI 21eT 92 it grfeast Fiuq 7 gger Mo ffa o sEamha B s |

HTTEART o STl AT il FOET T2l *(50/100) =TT & | =TeT fawgelt & Fer HedT &l F0ET Hh
ArRferd T JTOIT | ST ATHA § 7 0.5=3.5 |

4% a8 UF qUITE el g, AT SeAdY Tel AT JATT AT TAF FT Ged IHE A gAdi
(TTEaRT) FT FF & HH 50 Tiderd g |

HITETHT =TT T 9T JoF g A97q ,9% | ATy qieqshe JoF i 9% AT ST 3 Taqam
TS AT SO |

grefe 2 —TagTidt g s i e Jeqa w37 & 99 SUHH F, T, T, 9, A7 F % qag H A a9
& o1 =TeT Iuerey g ST AT a9 & qEadi au & {orw STer T IUANT ITHH @ T ITHA F FIT
T # o 0 qasi afaafea Heaagl &l Tg=aT w3 & (o0 6T 13T § | 389 AT, I
SYFRHT 7 GOt H AU U A7 ATH Tg & qul § qAd i Aftaq degage ot e g ar
HATA SHq AT STl e &l SIuET = {30 10 S8 6 Srusi |

ALK €2 af 3[gad] AR A AR Tam | wia sea

1 2 3 4 5 6 7

T Seft 100 fr [eft = 150 [qiret = 225 ot Gl = 475 g G| afyEEd =
=12 ardfi= 10 ardft = 35 =57 12%

2 |= el = 80 ainft | ieft = 125 sy ot Gl = 205 g AR Ay =
=10 =5 =15 7.31%
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3 T ATET 250 At (ST = 230 S| et = 250 FA AET = 730 FeT | ArT/EH = 9%
=22 =26 arft = 18 arft = 66
4 o et = 220 rfy FA AT = 220 Tt |/ =
=22 arft = 22 10%
5 & &t = 100 FA A = 100 F|AA/ER 0 =
afi=(-)5 ardft = (-)5 (-)5%
6 = et 160 Srft [eieft= 120 Sirft| <t = 140 T At = 420 FA|ArfiER =
=21 =14 Ardt = 15 AT = 50 11.9%
7 E ArET 150 S [siefi= 130 @rdt| et = 155 FA AET = 435 For | AT/ =
=21 =12 arft = 13 arft = 46 10.57%
QAT | ETeT e & AATeaAT A= [QU T SFTATL AT ST
F . 1 2 3 4 5 6 7
T (-)5% 7.31% 9% 10% 10.57% 11.9% 12%

Tfe feriwor FEATRAT F T =1 a9 & o7 7T Iuersy g ¥ UH STl & ITANRT Agi Iuaierd
FLAT ¢ o @ HIe [OITCHT AT ATATHE (heed ITH FiXd H THEA @l g AT el o g H0r § grT #
T AT oA QA AAAEd Haag el §, 99 @ 9¥ STl e H AT w0
o= T2 o SITuAT | 38 st e, =0 I9H 9¥ SUaed STeT SUHH S 1T &1 | forar wam 74
qaira viusaf=r SuwT Iuafda F3ar g @ IH AT ORAT SITOAT | AT S| Sl STeT |e &

O ERTOET 1= [0 0 SIqETe il STy
Y. | Ty 1 ¥ 2 a§ 3| A i At FT AT CHEGE N
]
1 2 3 4 5 6 7
1 w Fft= 100 |&f = 150 el = 225 Grft = 35 |[FA AT = 4757 |GrfER =
arfr= 12 arfr= 10 arft = 57 12%
2 T Gt =250 |t =230 St |Gt = 250 @rfr = 18 |g et = 730 7 |@rfisieR =
arfr = 22 = 26 arft = 66 9%
3 o Y = 220 Ay |l = 150 &rfr = 20 |[Fr et = 370 T |<f/sindy =
=22 Frfy = 42 11.35%
4 &3 Fft =100 drfr = |Fw et = 100 % |arfise =
)5 4t = (-)5 (-)5%
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5 kl At =160  |3rft= 120 st |T= 140 rdY = 15 |Fof AT = 420 FoA A/t =
ardt = 21 =14 ardt = 50 11.9%

6 e #refr= 150 AT = 130 ST (St = 155 oY = 13 | T et = 435 T A/t =
ardt = 21 =12 ardt = 46 10.57%

7 gl et = 150 et =80 AT =10 |FT At =230F  |SArfv/ed =
Ardr= 12 AT = 22 9.56%

AT | ETeT §e & AATeaAT d 1= [QU T SFTATL AT ST -

ER 1 2 3 4 5 6 7

kSl (-)5% 9% 9.56% 10.57% 11.35% 11.9% 12%

geeid 3.—Tarelt fRT 10 ATeer ® Ser 9 § @ e 20 FHIHAT 1 STeT He J 9 QU T SqHw g

w9 4. AT (g F9C )

1 2

1 42.00
2 43.00
3 44.00
4 44.50
5 45.00
6 45.25
7 47.00
8 48.00
9 48.15
10 48.35
11 48.45
12 48.48
13 48.50
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14 49.00
15 49.10
16 49.35
17 49.50
18 49.75
19 50.00
20 50.15

goeid 1 # U 10 g #7 ITAT ek Gditad oY THed Tiaerds FT Sag 11+ (&0 I Fqa1T
g

Fataar giaeras =41 =20* (35/100) = 7

dozar gfqerds € = 20* (65/100) = 13

o Torar afderaes ©I= QUi g, T2 d7a9 AT SRl 3= Hiadl & ad g TATq Asat
T | 98 (47+48)/2=47,500 TTT ¢ |

THT dvg, THsar afderas T« quits 8, T d¥gd oi¥ Alagd €19 Hf hadl &1 &&d g | I8
(48.5 + 49)/2 = 48,750 =9I ¢ |

IS7 T ATTEAHT (qeagat vtaeras £419) = 20* (50/100) = 10

% TeREal WA ST U €, T TAT AT AT IoAqT WAL FT AHT 2, HAT ATEAT
T | 98 (48.35 + 48.45)/2 = 48,400 9T 2 |

TH T, TH HIHA | gfeqahe o1 47,500 & 48,750 =93 T |
TRUTHETST F1E HeqagY HiAd ST 47,500 F THI AT 399 e g fhq 48,750 0 & FH AT
I A &, T derehe ¥ & HIAT ST |7 |
[srferg=eT &. 83/2015 ®1.4. 142/25/2015-EdTU]
TS TTAT, era? gf=d (T A e fogm)

feoqur : g7 9w WA & TS, S\, 9N 3, @ 3, SUEE (i) H SATSR=AT §. F1.3T. 969(3),
AT 26 919, 1962 FTXT THRTIAT 60 T o 3T IAHT HqH Frg ATSGAAT &, FAT. 2791(3)
A 12 SFqa, 2015 FIT =677 T37 47 |
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MINISTRY OF FINANCE
(Department of Revenue)
[CENTRAL BOARD OF DIRECT TAXES]
NOTIFICATION
New Delhi, the 19th October, 2015
INCOME-TAX

S.0. 2860(E).—In exercise of the powers conferred by Section 92C read with section 295 of the Income-tax
Act, 1961 (43 of 1961), the Central Board of Direct Taxes hereby makes the following rules further to amend the
Income-tax Rules, 1962, namely:-

1. (1) These rules may be called the Income-tax (16th Amendment), Rules, 2015.
2) They shall come into force on the date of their publication in the Official Gazette.
2. In the Income-tax Rules, 1962,-

(D in rule 10 B, -
(1) in sub-rule (4),-

(a) after the words “relating to the financial year”, the brackets, words, figures and letters
“( hereafter in this rule and in rule 10 CA referred to as the ‘current year’)” shall be inserted;

(b) in the proviso, for the words “such financial year”, the words “the current year “ shall be
substituted;

(c) after the proviso, the following proviso shall be inserted, namely:-

“Provided further that the first proviso shall not apply while analysing the
comparability of an uncontrolled transaction with an international transaction or a
specified domestic transaction, entered into on or after the 1st day of April, 2014.”;

(ii) after sub-rule (4), the following sub-rule shall be inserted, namely:-

“(5) In a case where the most appropriate method for determination of the arm’s length price of an
international transaction or a specified domestic transaction, entered into on or after the 1st day of April,
2014, is the method specified in clause (b), clause (c) or clause (e) of sub-section (1) of Section 92 C , then,
notwithstanding anything contained in sub-rule (4), the data to be used for analysing the comparability of an
uncontrolled transaction with an international transaction or a specified domestic transaction shall be,-

(i) the data relating to the current year ; or

(ii) the data relating to the financial year immediately preceding the current year, if the data relating to
the current year is not available at the time of furnishing the return of income by the assessee , for the
assessment year relevant to the current year:

Provided that where the data relating to the current year is subsequently available at the time of
determination of arm’s length price of an international transaction or a specified domestic transaction during
the course of any assessment proceeding for the assessment year relevant to the current year, then, such data
shall be used for such determination irrespective of the fact that the data was not available at the time of
furnishing the return of income of the relevant assessment year.”;

(II) after rule 10 C, the following rule and illustrations shall be inserted, namely:-

“10 CA. Computation of arm’s length price in certain cases.-(1) Where in respect of an international transaction or a
specified domestic transaction, the application of the most appropriate method referred to in sub-section (1) of Section
92 C results in determination of more than one price, then the arm’s length price in respect of such international
transaction or specified domestic transaction shall be computed in accordance with the provisions of this rule.

(2) A dataset shall be constructed by placing the prices referred to in sub-rule (1) in an ascending order and the arm’s
length price shall be determined on the basis of the dataset so constructed:

Provided that in a case referred to in clause (i) of sub-rule (5) of rule 10B, where the comparable uncontrolled
transaction has been identified on the basis of data relating to the current year and the enterprise undertaking the said
uncontrolled transaction, [not being the enterprise undertaking the international transaction or the specified domestic
transaction referred to in sub-rule (1)], has in either or both of the two financial years immediately preceding the
current year undertaken the same or similar comparable uncontrolled transaction then,-

(i) the most appropriate method used to determine the price of the comparable uncontrolled transaction undertaken in
the current year shall be applied in similar manner to the comparable uncontrolled transaction or transactions undertaken
in the aforesaid period and the price in respect of such uncontrolled transactions shall be determined; and

(ii) the weighted average of the prices, computed in accordance with the manner provided in sub-rule (3), of the
comparable uncontrolled transactions undertaken in the current year and in the aforesaid period preceding it shall be
included in the dataset instead of the price referred to in sub-rule (1) :
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Provided further that in a case referred to in clause (ii) of sub-rule (5) of rule 10B, where the comparable
uncontrolled transaction has been identified on the basis of the data relating to the financial year immediately preceding
the current year and the enterprise undertaking the said uncontrolled transaction, [not being the enterprise undertaking
the international transaction or the specified domestic transaction referred to in sub-rule (1)], has in the financial year
immediately preceding the two financial years undertaken the same or similar comparable uncontrolled transaction then,

(i) the price in respect of such uncontrolled transaction shall be determined by applying the most appropriate method in
a similar manner as it was applied to determine the price of the comparable uncontrolled transaction undertaken in the
financial year immediately preceding the current year; and

(ii) the weighted average of the prices, computed in accordance with the manner provided in sub-rule (3) , of the
comparable uncontrolled transactions undertaken in the aforesaid period of two years shall be included in the dataset
instead of the price referred to in sub-rule (1):

Provided also that where the use of data relating to the current year in terms of the proviso to sub-rule (5) of
rule 10 B establishes that,-

(i) the enterprise has not undertaken same or similar uncontrolled transaction during the current year ; or

(ii) the uncontrolled transaction undertaken by an enterprise in the current year is not a comparable uncontrolled
transaction,

then, irrespective of the fact that such an enterprise had undertaken comparable uncontrolled transaction in the financial
year immediately preceding the current year or the financial year immediately preceding such financial year, the price of
comparable uncontrolled transaction or the weighted average of the prices of the uncontrolled transactions, as the case
may be, undertaken by such enterprise shall not be included in the dataset.

(3) Where an enterprise has undertaken comparable uncontrolled transactions in more than one financial year, then
for the purposes of sub-rule (2) the weighted average of the prices of such transactions shall be computed in the
following manner, namely:-

(i) where the prices have been determined using the method referred to in clause (b) of sub-rule (1) of rule 10 B , the
weighted average of the prices shall be computed with weights being assigned to the quantum of sales which has been
considered for arriving at the respective prices;

(ii) where the prices have been determined using the method referred to in clause (c) of sub-rule (1) of rule 10 B , the
weighted average of the prices shall be computed with weights being assigned to the quantum of costs which has been
considered for arriving at the respective prices ;

(iii) where the prices have been determined using the method referred to in clause (e) of sub-rule (1) of rule 10 B, the
weighted average of the prices shall be computed with weights being assigned to the quantum of costs incurred or sales
effected or assets employed or to be employed, or as the case may be, any other base which has been considered for
arriving at the respective prices.

(4) Where the most appropriate method applied is a method other than the method referred to in clause (d) or clause (f)
of sub-section (1) of section 92 C and the dataset constructed in accordance with sub-rule (2) consists of six or more
entries, an arm’s length range beginning from the thirty-fifth percentile of the dataset and ending on the sixty-fifth
percentile of the dataset shall be constructed and the arm’s length price shall be computed in accordance with sub-
rule(5) and sub-rule (6).

(5) If the price at which the international transaction or the specified domestic transaction has actually been undertaken
is within the range referred to in sub-rule (4), then, the price at which such international transaction or the specified
domestic transaction has actually been undertaken shall be deemed to be the arm’s length price.

(6) If the price at which the international transaction or the specified domestic transaction has actually been undertaken
is outside the arm's length range referred to in sub-rule (4), the arm’s length price shall be taken to be the median of the
dataset.

(7) In a case where the provisions of sub-rule (4) are not applicable, the arm's length price shall be the arithmetical mean
of all the values included in the dataset:

Provided that, if the variation between the arm's length price so determined and price at which the
international transaction or specified domestic transaction has actually been undertaken does not exceed such percentage
not exceeding three percent. of the latter, as may be notified by the Central Government in the Official Gazette in this
behalf, the price at which the international transaction or specified domestic transaction has actually been undertaken
shall be deemed to be the arm's length price .

(8) For the purposes of this rule,-

(a) “the thirty-fifth percentile” of a dataset, having values arranged in an ascending order, shall be the lowest
value in the dataset such that at least thirty five percent. of the values included in the dataset are equal to or
less than such value :
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Provided that, if the number of values that are equal to or less than the aforesaid value is a whole
number, then the thirty-fifth percentile shall be the arithmetic mean of such value and the value immediately

succeeding it in the dataset ;

(b) “the sixth-fifth percentile” of a dataset, having values arranged in an ascending order,
value in the dataset such that at least sixty five percent. of the values included in the dataset are equal to or
less than such value:

shall be the lowest

Provided that, if the number of values that are equal to or less than the aforesaid value is a whole
number , then the sixty-fifth percentile shall be the arithmetic mean of such value and the value immediately

succeeding it in the dataset;

(c) “the median” of the dataset, having values arranged in an ascending order,
the dataset such that at least fifty percent. of the values included in the dataset

such value :

shall be the lowest value in
are equal to or less than

Provided that, if the number of values that are equal to or less than the aforesaid value is a whole
number , then the median shall be the arithmetic mean of such value and the value immediately succeeding it
in the dataset.

IMlustration 1.- The data for the current year of the comparable uncontrolled transactions or the entities undertaking such
transactions is available at the time of furnishing return of income by the assessee and based on the same, seven
enterprises have been identified to have undertaken the comparable uncontrolled transaction in the current year. All the
identified comparable enterprises have also undertaken comparable uncontrolled transactions in a period of two years

preceding the current year. The Profit level Indicator (PLI) used in applying the most appropriate method

is operating

profit as compared to operating cost (OP/OC). The weighted average shall be based upon the weight of OC as computed

below:
SL Name Year 1 Year 2 Year 3 [Current | Aggregation of OC | Weighted
No. Year] and OP Average
1 2 3 4 5 6 7

1 A OC =100 OC =150 0C =225 Total OC =475 OP/OC =12%
OP=12 OP=10 OP =35 Total OP = 57

2 B 0OC =280 0oC=125 OC =100 Total OC = 305 OP/OC =
OP =10 OP=5 OP =10 Total OP = 25 8.2%

3 C OC =250 OC =230 OC =250 Total OC = 730 OP/OC =9%
OP =22 OP =26 OP =18 Total OP = 66

4 D OC =180 OC =220 OC =150 Total OC = 550 OP/OC =
OP = (-)9 OP =22 OP =20 Total OP = 33 6%

5 E OC =140 OC =100 0oC=125 Total OC = 365 OP/OC =
OP =21 OP=(-)8 OP=(-)5 Total OP = 8 2.2%

6 F 0OC =160 0oC =120 OC =140 Total OC =420 OP/OC = 11.9
OP =21 OP=14 OP =15 Total OP = 50 %

7 G OC =150 OC =130 OC =155 Total OC = 435 OP/OC =
OP =21 OP=12 OP =13 Total OP = 46 10.57%

From the above, the dataset will be constructed as follows:
S.I. No. 1 2 3 4 5 6 7
Values 2.2% 6% 8.2% 9% 10.57% 11.9% 12%

For construction of the arm’s length range the data place of thirty-fifth and sixty-fifth percentile shall be computed in the
following manner, namely:

Total no. of data points in dataset * (35/100)
Total no. of data points in dataset * (65/100)
Thus, the data place of the thirty-fifth percentile = 7%0.35 = 2.45.
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Since this is not a whole number, the next higher data place, i.e; the value at the third place would have at least thirty
five per cent. of the values below it. The thirty-fifth percentile is therefore value at the third place, i.e, 8.2%.

The data place of the sixth-fifth percentile is = 7%0.65 = 4.55.

Since this is not a whole number, the next higher data place, i.e; the value at the fifth place would have at least sixty five
per cent. of the values below it. The sixty-fifth percentile is therefore value at fifth place, i.e, 10.57%.

The arm’s length range will be beginning at 8.2% and ending at 10.57%.

Therefore, if the transaction price of the international transaction or the specified domestic transaction has OP/OC
percentage which is equal to or more than 8.2% and less than or equal to 10.57%, it is within the range. The transaction
price in such cases will be deemed to be the arm’s length price and no adjustment shall be required.

However, if the transaction price is outside the arm’s length range, say 6.2%, then for the purpose of determining the
arm’s length price the median of the dataset shall be first determined in the following manner:

The data place of median is calculated by first computing the total number of data point in the data set * (50/100). In this
caseitis 7 ¥ 0.5 =3.5.

Since this is not a whole number, the next higher data place, i.e; the value at the fourth place would have at least fifty
percent. of the values below it ( median).

The median is the value at fourth place, i.e., 9%. Therefore, the arm’s length price shall be considered as 9% and
adjustment shall accordingly be made.

Illustration 2.- The data of the current year is available in respect of enterprises A, C, E, F and G at the time of
furnishing the return of income by the assessee and the data of the financial year preceding the current year has been
used to identify comparable uncontrolled transactions undertaken by enterprises B and D . Further, if the enterprises
have also undertaken comparable uncontrolled transactions in earlier years as detailed in the table, the weighted average
and dataset shall be computed as below:

SI. | Name Year 1 Year 2 Year 3 [Current | Aggregation of OC | Weighted
No. Year] and OP Average
1 2 3 4 5 6 7

1 A OC =100 OC =150 OC =225 Total OC = 475 OP/OC =12%
OP=12 OP =10 OP =35 Total OP = 57

2 B OC =80 OC =125 Total OC = 205 OP/OC =17.31%
OP =10 OP=5 Total OP = 15

3 C OC =250 OC =230 OC =250 Total OC = 730 OP/OC =9%
OoP=22 OP =26 OP =18 Total OP = 66

4 D 0OC =220 Total OC =220 OP/OC =

OP =22 Total OP =22 10%
5 E OC =100 Total OC = 100 OP/OC = (-)5%
OP=(-)5 Total OP = (-)5

6 F OC =160 OC =120 OC =140 Total OC = 420 OP/OC =119 %
OP =21 OP =14 OP=15 Total OP = 50

7 G OC =150 OC =130 OC =155 Total OC = 435 OP/OC =
OP =21 OP =12 OP = 13 Total OP = 46 10.57%

From the above, the dataset will be constructed as follows:

S.I. No. 1 2 3 4 5 6 7

Values (-)5% 1.31% 9% 10% 10.57% 11.9% 12%

If during the course of assessment proceedings, the data of the current year is available and the use of such data indicates
that B has failed to pass any qualitative or quantitative filter or for any other reason the transaction undertaken is not a
comparable uncontrolled transaction, then, B shall not be considered for inclusion in the dataset. Further, if the data
available at this stage indicates a new comparable uncontrolled transaction undertaken by enterprise H, then, it shall be
included. The weighted average and dataset shall be recomputed as under:
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SI. | Name Year 1 Year 2 Year 3 [Current | Aggregation of OC | Weighted
No. Year] and OP Average
1 2 3 4 5 6 7
1 A OC =100 OC =150 OC =225 Total OC = 475 OP/OC =
OP=12 OP=10 OP =35 Total OP = 57 12%
2 C OC =250 OC =230 OC =250 Total OC = 730 OP/OC =
OP =22 OP =26 OP=18 Total OP = 66 %
3 D OC =220 OC =150 Total OC = 370 OP/OC =
OP =22 OP =20 Total OP =42 11.35%
4 E OC =100 Total OC = 100 OP/OC =
(-)5%
OP=()5 Total OP = (-)5
5 F OC =160 OoC =120 OC =140 Total OC =420 OP/OC =
OP =21 OP=14 OP=15 Total OP = 50 119 %
6 G OC =150 OC =130 OC =155 Total OC = 435 OP/OC =
OP =21 OP =12 OP=13 Total OP =46 10.57%
7 H OC =150 OC =280 Total OC =230 OP/OC =
OP=12 OP=10 Total OP =22 9.56 %

From the above, the dataset will be constructed as follows:

S.I. No. 1 2 3 4 5 6 7

Values (-)5% 9% 9.56% 10.57% 11.35% 11.9% 12%

Ilustration 3.- In a given case the dataset of 20 prices arranged in ascending order is as under:

SI. No. Profits (in Rs. Thousands )

1 2

1 42.00
2 43.00
3 44.00
4 44.50
5 45.00
6 45.25
7 47.00
8 48.00
9 48.15
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10 48.35
11 48.45
12 48.48
13 48.50
14 49.00
15 49.10
16 49.35
17 49.50
18 49.75
19 50.00
20 50.15

Applying the formula given in the Illustration 1, the data place of the thirty-fifth and sixty-fifth percentile is determined
as follows:

Thirty-fifth percentile place = 20* ( 35/100) = 7.
Sixty-fifth percentile place =20* ( 65/100) = 13.

Since the thirty-fifth percentile place is a whole number, it shall be the average of the prices at the seventh and next
higher, i.e; eighth place. This is (47+48) /2 =Rs. 47,500.

Similarly, the sixty-fifth percentile will be average of thirteenth and fourteenth place prices. This is (48.5+49) / 2 = Rs.
48,750

The median of the range ( the fiftieth percentile place ) = 20* (50/100)= 10.

Since the fiftieth percentile place is a whole number, it shall be the average of the prices at the tenth and next higher, i.e;
eleventh place. This is (48.35+48.45) / 2 =Rs. 48,400.

Thus, the arm’s length range in this case shall be from Rs. 47,500 to Rs. 48,750.

Consequently, any transaction price which is equal to or more than Rs 47,500 but less than or equal to Rs 48,750 shall be
considered to be within the arm’s length range.”.

[Notification No. 83 /2015/F. No. 142/25/2015-TPL]

ARJU GARODIA, Under Secy. (Tax Policy and Legislation)

Note. The principal rules were published in the Gazette of India Extraordinary, part III, section 3, sub-section (i), vide

notification number S.0. 969(E), dated the, 26th March, 1962 and were last amended vide notification number
S.0. 2791(E), dated the 12th October, 2015.

Printed by the Manager, Government of India Press, Ring Road, Mayapuri, New Delhi-110064
and Published by the Controller of Publications, Delhi-110054.




